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Sterling and EPU 


The recent proposal made by Mr. Ansiaux, Chairman 
of the OEEC Payments Committee, giving an option to 
creditors in the proposed European Payments Union to 
hold their credits either in sterling or in clearing units, 
appears to have broken the deadlock in the negotiations. 
The United Kingdom has now suggested a plan under 
which it would become a full member of the Union and 
allow complete and automatic multilateral compensation 
of its payments surpluses and deficits with other OEEC 
countries without recourse to discrimination. The earlier 
U.K. insistence that the operations of the EPU should be 
entirely automatic was agreed to in Mr. Ansiaux’s pro- 
posals, and abandonment of the proposal for a strong 
management vested with authority to apply sanctions 
against chronic debtors or creditors will meet the re- 
ported objections to the creation of a new regional insti- 
tution with powers similar to those of the International 
Monetary Fund. 

The United Kingdom had also expressed considerable 
concern lest existing sterling holdings of other partici- 
pants should enter the circuit of compensations and re- 
sult in gold or dollar losses by the United Kingdom. This 
could have been avoided by funding these balances, but 


ECA Counterpart Funds 


At the end of February, ERP countries had deposited — 


the equivalent of $5.3 billion and had used $3.2 billion 
of counterpart funds, according to an ECA review of 
counterpart fund operations at the mid-point of operation 
of the ERP. By far the largest part of the withdrawal— 
60 per cent—has been used for investment in electric 
power projects, railroads, coal mining, agriculture, and 
various manufacturing industries. About 30 per cent has 
been used for debt retirement. 

France has utilized withdrawals mainly for rehabilita- 
tion of electric power facilities, railroads, and to modern- 
ize mining and manufacturing facilities; the United King- 
dom and Norway, exclusively for debt retirement; and 
Germany, for promotion of production and for payment 
to German exporters for goods shipped to other countries 
under drawing rights extended by Germany under the 
intra-European payments plan. In Italy, most of the 
counterpart withdrawals have been used for railroad 
reconstruction. In the Netherlands, 70,000 new housing 
units have been completed with the help of counterpart 
funds during the first two years of the ERP. 


such a course was believed to be agreeable to neither 
the United Kingdom nor to the holders of such sterling. 
An alternative would be to use the $600 million fund 
to be provided by ECA to cushion any such gold losses by 
the United Kingdom, and a solution on these lines appears 
likely. 

The option to creditors to hold sterling instead of EPU 
units of account should preserve the status of sterling 
as an international currency. Creditors may well avail 
themselves of this opportunity, for it might offer greater 
security in case of liquidation of EPU. Also, holdings 
of sterling rather than of EPU units of account might 
look better on the balance sheets of central banks, and 
the holding of sterling, if invested in Treasury bills for 
instance, might be more profitable than the holding of 
EPU units. 

It is understood that a new British proposal incorporat- 
ing these features, has been submitted to the OEEC in 
Paris. A number of further difficult questions remain to 
be settled, of which the most important is the size of the 
credits or quotas to be established within the Union. 
Sources: The Economist, May 20, 1950, and The Times, 

May 18 and 19, 1950, London, England. 


Source: Economic Cooperation Administration, Local 
Currency Counterpart Funds, Midpoint Review, 
Washington, D. C., April 1950. 


Eastern Europe’s Trade With United States 


According to U. S. foreign trade statistics, exports from 
Eastern European countries to the United States in the 
first quarter of 1950 amounted to about $35 million and 
imports from the United States to about $23 million, com- 
pared with $25 million for exports and $29 million for 
imports in the first quarter of 1949, and $35 million and 
$79 million, respectively, in the same period of 1948. 
The largest decrease was in trade with the U.S.S.R. U.S. 
imports from that country were only $10.5 million, and 
exports less than $0.2 million. The corresponding figures 
for the first quarter of 1949 were $9.3 million and 
$2.4 million, and for the same period of 1948, $14.4 mil- 
lion and $20.7 million. 

During 1948 and 1949, when trade of Eastern Europe 
with the United States was decreasing, trade with Western 
countries was almost stable. The only Eastern European 
country whose trade with the United States was increasing 
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was Yugoslavia; that of Finland showed little change. 
The total value of foreign trade of Eastern European 
countries in those years was expanding. 

Source: Department of Commerce, Summary Report 


FT 952, Washington, D. C., May 12, 1950. 
Commonwealth Aid for Southeast Asia 


The Commonwealth consultative committee on eco- 
nomic aid for Southeast Asia has decided that the most 
effective method of assisting the economic development 
of the area will be to start immediately a program based 
on action by those Commonwealth Governments which 
have taken part in the discussions. In addition, the fol- 
lowing recommendations were made to the governments: 
(1) Each country should prepare by next September 1 a 
statement of its economic situation and development pro- 
gram. (2) Comprehensive plans for a development pro- 
gram would be introduced after a report stating the needs 
and resources of countries in the area had been prepared 
at meetings of governments in London next September. 
The program would be based on all the resources which 
could be mobilized by the countries concerned and other 
countries interested in the area. (3) A Commonwealth 
technical assistance scheme for the area should be in- 
augurated within the next few months to organize tech- 
nical assistance between governments, the aggregate cost 
of the assistance involved being £8 million over a three- 
year period. The Economist points out that this is a 
modest figure in comparison with the £400 million re- 
quired for capital projects already considered and recom- 
mended. (4) The governments of non-Commonwealth 
countries in South and Southeast Asia should be informed 
that their full association in the enterprise would be wel- 
comed by the governments in the Commonwealth. 
Sources: The Times, May 20, 1950, and The Economist, 

May 20, 1950, London, England. 


Europe 


British Industrial Finance 


In the financial year ended March 31, 1950, the Indus- 
trial and Commercial Finance Corporation in the United 
Kingdom loaned more than £314 million, and made a net 
profit of £234,000, against a small loss in the previous 
half year. Over 60 per cent of its loans were for less 
than £50,000. Its total investments are now £15.5 mil- 
lion, about 37 per cent of which are in shares and the 
rest in loans. An increasing proportion of its resources 
is utilized in providing working capital. There has been 
a growing tendency toward caution on the part of bor- 
rowers, particularly since interest rates rose in the fall 


of 1949, 


Source: The Economist, London England, May 20, 1950. 
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British Insurance in 1949 


British overseas earnings from insurance, other than 
life insurance, in 1949 exceeded the £33 million estimated 
for 1948. Fire business expanded and experience in the 
United States, in the absence of major catastrophes, was 
better than in the two preceding years. Though marine 
cargo rates were falling with increasing competition, the 
market remained strong. Domestic business was also 
successful: life business was 4 per cent above 1948 levels. 
Source: The Economist, London, England, May 20, 1950. 


U.K.-U.S. Film Negotiations 


The United Kingdom now wishes to restrict the profits 
of American film companies remitted to the United States 
to $10 million per year; the existing agreement, which 
has been’ in’force for two years, restricts withdrawals of 
dollars to $17 million per year. In addition, the United 
Kingdom would require the remainder of the earnings 
to be used either for production of films in the United 
Kingdom or investment in British Government bonds, 
although the 1948 agreement permits many other uses 
(such as purchasing scripts and investing in hotels). The 
opposition of the U.S. negotiators to these terms is strong. 
The U.S. film companies are currently earning the equiv- 
alent of $55 million per year in the United Kingdom; 
before the 1948 agreement, they earned $68 million per 
year. 

Source: The Wall Street Journal, New York, N. Y., 
May 23, 1950. 


French-German Economic Relations 


In the first two months of 1950, the French deficit. in 
trade with Germany dropped to a monthly average 
equivalent to US$3 million, in contrast to a monthly 
average of US$9 million in 1949. Moreover, the French 
Overseas Territories ran a trade surplus with Germany 
of US$7 million in both December 1949 and January 
1950. Invisibles and short-term capital movements were 
also favorable to France. As a result, France, which 
had a shortage of marks in 1949, accumulated a surplus, 
estimated at the equivalent of US$25 million, for the 
first quarter of 1950. Therefore France has not used 
about half of the drawing rights granted by Germany 
for the year June 30, 1949-June 30, 1950. 

The steady increase of French exports to Germany 
since the end of 1949 and the relative stability of German 
exports to France must be interpreted in the light of the 
payments agreement ratified by both countries on Feb- 
ruary 10, 1950 and valid until June 1950. This agree- 
ment provides for a substantial expansion of trade, chiefly 
of French exports, and for the abolition of a number of 
quotas. During the negotiations, fears were often ex- 
pressed by the French that German competition for manu- 
factures would prove a heavy burden for the French 
balance of payments. These fears have not been justified, 
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as the French purchases of chemicals, textiles, steel, and 
machinery were smaller than expected. But it is probable 
that these purchases will increase since, with expansion of 
German output, more goods will be available for export. 
French exports of food, phosphates, and steel products 
were facilitated by domestic surpluses of these commodi- 
ties and the need to increase inventories in Germany. 
Because of the importance of coal and steel in both 
economies, the French proposal of May 9, 1950 to pool 
German and French steel output under the control of a 
common high authority has special significance. The 
proposal indicates that the French Government is ready 
to open negotiations on the following basis. A common 
authority would be created to pool the coal and steel 
resources of France and Germany. Other governments 
would he invited to. join. The common.authority should 
ensure modernization of production and improvement of 
quality, supply internal markets under identical condi- 
tions, direct exports from a common production pool, and 
equalize conditions of labor in the industries throughout 
the countries participating in the agreement. Temporary 
measures would have to be put into force for price com- 
pensation, and a reconversion fund created to facilitate 
modernization of production. 
Sources: The Financial Times, London, England, May 10, 
1950; Le Monde, Paris, France, May 14, 1950. 


Belgian Free Market in Bank Notes 


The Agence Economique et Financiére reports that 
beginning May 22 trade in U.S. dollar, Swiss franc, 
Deutsche Mark, French franc, and Italian lira bank notes 
will become free. Guilder, sterling, and some other notes 
will be excluded from this arrangement. At first the right 
to buy and sell notes will be given only to authorized ex- 
change agents but later will also be extended to railroads, 
travel bureaus, etc. 

Source: Agence Economique et Financiére, Brussels, 
Belgium, May 16, 1950. 


Netherlands Power Supply 


The Netherlands plans to increase its prewar power ca- 
pacity of 1,350,000 kilowatts by 1 million kilowatts at a 
cost of 800 million guilders (US$210 million). Consump- 
tion increased from 3.5 million kilowatt-hours before the 
war to 4.3 million in 1948. About 95 per cent of the power 
supply is based on coal, production of which is not ex- 
pected to exceed 13.5 million tons a year; annual con- 
sumption, however, is 15 million tons. At present, 25 
per cent of oil consumption is derived from domestic wells. 
Source: Aneta News Bulletin, New York, N.Y., May 2, 

1950. 


Danish Agricultural Exports 


The volume of Danish agricultural exports in the first 
four months of 1950 was considerably greater than in the 
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same period last year. Pork and bacon exports increased 
156 per cent, cheese 60 per cent, eggs 28 per cent, and 
butter 26 per cent. 

Milk production is rising because of unusually favor- 
able weather conditions and ample grass. There is, there- 
fore, reason to believe that the increase in agricultural 
exports will be more rapid than forecast by official 
estimates. 

Source: Harald R. Martinsen, Danish Letters, Copen- 
hagen, Denmark, May 12, 1950. 


Prospects for Swedish Shipping 


The number of orders for new ships placed with 
Swedish shipyards was reduced markedly during 1949, 
but relatively less than for shipyards in other countries. 
The main reason for the reduction is that the shipping 
tonnage of most countries has again reached the prewar 
level. Swedish shipyards, which are presently the second 
largest shipbuilders in the world, still have enough orders 
to keep them employed through 1952. 

While the prospects are good for Swedish shipping 
companies on non-European lines, the outlook for tramp 
ships is gloomy. At present, about 70 Swedish ships are 
idle, the largest number of idle ships since the spring of 
1947, 

The freight market for tankers shows important dif- 
ferences from the general freight market. At present, 
capital invested in tankers returns the largest profit. The 
world’s tanker tonnage was 25.5 million tons d.w. on 
January 1, 1950, compared with 16 million tons d.w. in 
1939. Only 16 per cent of this 1950 tonnage was built 
in the postwar period, and 50 per cent was built during 
the war. More than 50 per cent of the orders now at 
shipyards are for tankers; the percentage of tankers on 
order with Swedish shipyards, however, is much higher. 
Source: Ur tidningarna, Stockholm, Sweden, May 6, 

1950. 


Finnish Note Issue 


The President of Finland has ratified the law which 
fixes the ceiling for the note issue at 50 billion markkas. 
If the situation so demands, the ceiling may be raised by 
special decree, on the recommendation of the Board of 
the Bank of Finland, to 58 billion markkas for a specified 
period. 

Source: Bank for International Settlements, Press Review, 
Basle, Switzerland, April 25, 1950. 


Finnish-German Trade 


The first supplementary protocol to the Finnish-Western 
German trade agreement of February 3, 1949 is reported 
to set trade transactions between the two countries during 
1950 at the equivalent of US$29 million in each direction. 
Under the protocol, Finland will export to Western Ger- 





360 


many wood products ($16 million) , agricultural and dairy 
products ($4.7 million), paper pulp ($4 million), paper 
products ($3 million), and other miscellaneous items in- 
cluding stone products, metals, machinery, and high grade 
electric pig iron. In exchange, Western Germany will 
export to Finland machinery and parts ($8.9 million), 
coal and coke ($3 million), electrical equipment ($1.9 
million), precision and optical goods ($0.8 million), 
chemicals and pharmaceuticals ($2.8 million), as well as 
glassware, paper products, textiles, and other items. 

Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D.C., May 22, 1950. 


West German Tariff 


The West German authorities have recently completed 
their preparatory work ona reform of the customs 
tariff. The proposals are to be submitted to parliament, 
which is expected to pass the tariff bill by September. The 
law, which also requires approval by the Allied High 
Commission, is expected to serve as a basis for discussion 
at the autumn GATT conference in Torquay. 

The new proposals replace the specific duties of the 
old German tariff law of 1902 by ad valorem duties which 
have been adapted to the present requirements of the 
West German economy. The average level of import 
duties is reported to be lower than that of the British, 
French, and Italian customs tariffs. The highest rate 
has been fixed at 35 per cent. Raw materials and other 
goods, not produced in Western Germany in large quanti- 
ties, will either be imported duty free or be subject to 
moderate tariff rates ranging from 10 to 15 per cent. 
Rates for manufactured goods produced in Western Ger- 
many are generally not higher than 20 to 25 per cent. 
Specific duties have been retained for only such com- 
modities as coffee, tea, mineral oil, liquor, tobacco, and 
raw sugar; in these cases tariffs are imposed mainly for 
revenue purposes. 

Source: Neue Ziircher Zeitung, Zirich, Switzerland, May 
11, 1950. 


Austrian Tariff 


The Austrian Customs Transition Act of 1946, which 
provided for the conversion of prewar tariff rates ex- 
pressed in gold crowns at the rate of 1 postwar schilling 
per gold crown—a rate completely out of line with the 
present purchasing power of the schilling—has recently 
been amended. A new conversion rate of 4.69 schillings 
per gold crown has been introduced, effective May 1. 

Customs duties will generally be levied on the basis of 
the tariff that was in effect on March 31, 1938; but the 
Federal Government has been authorized by law to reduce 
tariff rates in the interest of the national economy. Lists 
of goods which are to be duty-free or subject to lower 
duties (primarily cost of living items and raw materials of 
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importance for the export industry) will be drawn up in 

the near future. 

Sources: Austrian Consulate General, Austrian Informa- 
tion, New York, N.Y., April 15, 1950; Neue 
Ziircher Zeitung, Ziirich, Switzerland, April 26, 
1950. 


Czechoslovak-French Agreement 


An agreement concluded between Czechoslovakia and 
France at the beginning of May 1950 provides for Czech- 
oslovak exports to France of malt, sugar, hops, coke, and 
chemicals valued at 9.7 billion French francs, and for 
imports from France of chemicals, dies, textiles, machines, 
automobiles, agricultural products, wine, cognac, and 
some raw materials, valued at 8.5 billion francs. The ex- 
port surplus of 1.2 billion francs will be used in payment 
for French property nationalized in Czechoslovakia. 
Source: Neue Ziircher Zeitung, Ziirich, Switzerland, May 

6, 1950. 


Czechoslovak Exports to Switzerland 
At the meeting of the Czechoslovak Chamber of Com- 


merce in Switzerland, Dr. Téndury presented reasons for 
the lag in Czechoslovak deliveries to Switzerland. Except 
for a certain saturation of the Swiss market and com- 
petition from other countries—particularly Western Ger- 
many—the difficulties have been on Czechoslovakia’s side. 
The quality of Czechoslovak goods is sometimes not up to 
standard; Czechoslovak exporters tend to request pre- 
payment, which Swiss importers consider risky; delivery 
periods are often too long or are not adhered to. Czech- 
oslovakia has difficulty in making goods available to 
Switzerland because of her reorientation of production in 
favor of heavy industries and expanded trade with Eastern 
European countries. The most important reason, how- 
ever, is lack of any private commercial Czechoslovak 
representation since the nationalization of Czechoslovak 
foreign trade. By this action old commercial connections 
have been disrupted. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, May 

6, 1950. 


Unification of Czechoslovak Banking 


The postwar process of unification of the Czechoslovak 
banking structure, which was started immediately after 
the war, came to an end with the coming into force of 
the law that established the Czechoslovak State Bank as 
of April 1, 1950. The new bank will take over all the 
rights and obligations of the former National Bank of 
Czechoslovakia, the two commercial banks (the Zivno- 
stenska Banka and the Slovak Tatra Banka), as well as 
the functions of the Post Office Savings Bank system. The 
functions of the new bank will be similar to those of the 
Soviet State Bank. The new bank will be headed by a 
General Manager, who is appointed by the Government 
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and responsible to the Minister of Finance. The First 
General Manager is Dr. Ottokar Pohl, formerly special 
advisor to the President of the Republic. 

In addition to the State Bank, there will be one ad- 
ditional bank, the Investment Bank, taking care of the 
long-term investment needs of the nationalized enterprises, 
and the small savings and banking cooperatives. 

Source: Ministry of Foreign Trade, Czechoslovak Eco- 
nomic Bulletin, Prague, Czechoslovakia, April 


15, 1950. 












Middle East 
Egypt’s Internal Public Loan 


The Egyptian Government has decided to float an in- 
ternal public loan of £E100 million (US$287 million) in 
order to check domestic monetary inflation and to finance 
various development projects of national importance. 
Source: La Revue d’Egypte Economique et Financiére, 

Cairo, Egypt, May 6, 1950. 


Turkish-U.K. Trade 


Turkey’s sterling holdings are very low. Turkish ex- 
ports which might have been sent to the United Kingdom 
are being diverted to Western Germany at higher prices. 

No licenses have been issued by Turkey for British 
consumer goods during the past fifteen months. For 
capital goods imports, Turkey has turned increasingly to 
the Western German market where they may be procured 
at prices lower than in other Western European markets. 
Source: The Financial Times, London, England, May 17, 

1950. 




























































Oil Royalties and Economic Development in Iraq 


The Minister of Finance has stated in Parliament that 
Iraq’s earnings in oil royalties during the next four years 
are expected to increase to several times their present 
figure and may well be about the size of Iraq’s annual 
budgetary revenue. The Development Board will depend 
for its revenue on the Iraq Government oil earnings (see 
this News Survey, Vol. II, p. 336). These at present are 
rather low, not exceeding ID4 million (US$11.2 million) 
a year, and as such are insufficient for comprehensive 
development. 

The Minister explained the ways by which these earn- 
ings will be increased because of the revision of the exist- 
ing oil agreements or the scheduled expansion in produc- 
tion. The Iraq Petroleum Company will begin importing 
pipes for the construction of a new 30-inch pipeline to 
Baniyas in Syria. When completed in 1953, this pipeline 
will carry about 13 million tons of additional oil exports, 
so that even under the terms of the existing agreements 
Iraq’s oil receipts will increase substantially. Moreover, 
Basrah oil fields will also be in production, which means 
more oil royalties. 

Source: The Iraq Times, Baghdad, Iraq, April 10, 1950. 





































































































Economic Developments in Iran 


Iran’s crop prospects for 1950 appear to be generally 
better than a year ago. The employment situation is 
aided by the Government’s public works program. The 
import quota for 1950-51 is fixed at Rls 3,200 million 
(about US$80 million at the current certificate rate), 
which is 15 per cent less than in 1949-50. 

Royalty payments from the Anglo-Iranian concession 
for the year ended March 20, 1949 were £13.5 million. 
This amount, together with £2.8 million from the preced- 
ing year, is being turned over to the Plan Organization 
(see this News Survey, Vol. II, p. 129). 

Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D.C., May 15, 1950. 


Syro-Lebanese Trade With France 


The Syro-Lebanese trade deficit with France was 820 
million francs in the first quarter of 1950, compared with 
2,656 million in the corresponding period of 1949. The 
improvement was due to an increase in exports to France, 
from 225 million to 1,316 million francs, and to a decline 
in imports from France from 2,881 million to 2,136 mil- 
lion francs. The decline in imports was probably due to 
the cessation in October 1949 of sales of francs in Lebanon 
at the official rate. A further decline is anticipated as 
some of the goods imported in the first quarter of 1950 
were ordered and paid for before October 1949. 
Source: Le Commerce du Levant, Beirut, Lebanon, April 

29, 1950. 


Government Loans in Israel 


In view of the success of the first Popular Loan of I£3 
million (I£1 = US$2.80) of 1948, the Government of 
Israel has decided to float a new loan of I£5 million. The 
loan is for 20 years and premiums will be paid in place 
of interest. Only 10 per cent of the total loan, however, 
will be eligible for premiums. The yearly premium will 
be 1£143,000, making a total of [£2.8 million for the 
period of the loan, which is equivalent to interest at about 
3 per cent. The premiums will be free from income tax. 
The balance of the loan will carry no interest and will 
be repayable at one time, on March 31, 1970. The 
purpose of the loan is to finance defense expenditure. 
Source: The Israel Economist, Jerusalem, Israel, March 


1950. 


Far East 


U.K.-Indian Tea Pact 


The Governments of the United Kingdom and India 
have agreed on an arrangement for the bulk purchase in 
1950 of Indian teas by the U.K. Ministry of Food. The 
quantity purchased will be 275 million pounds; if accept- 
able tenders in excess of this figure are received from tea 
producers, Britain may take an additional 10 per cent. 
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Britain will pay 4d. per pound more for Indian teas this 

year than last. 

Source: The Financial Times, London, England, May 9, 
1950. 


Indo-German Trade Agreement 


A new trade agreement reached by India and Germany, 
to replace the one that expires next month, provides for 
the exchange of goods valued at about US$26 million each 
way. India will export to West Germany tea, tobacco, 
hides, seeds, spices, manganese ore, shellac, raw materials 
for chemicals, mica, etc. Exports from Germany to India 
will be mainly technical equipment, especially electrical 
plants and other machines, precision tools, rolling mill 
products, and optical instruments. 

Source: Embassy of India, Economic Newsletter, Wash- 
ington, D.C., May 17, 1950. 


China’s Barter Trade 


A barter trade agreement concluded in March between 
China and Poland is to be effective until the conclusion 
of a formal trade agreement between the two countries. 
The Polish representatives signed several barter contracts 
in Peking before their return. 

In barter trade between China and the U.S.S.R., China 
has shipped 800 bales of raw silk and 1,024 piculs of 
bristles in exchange for 8,000 tons of wood pulp. The 
second lot of goods exchanged will be 90,000 piculs of tea 
from China and liquid fuel, gasoline, and kerosene from 
the U.S.S.R. 

Sources: Ta-Kung-Pao, Hong Kong, April 8 and 10, 1950. 


Shanghai Banking Conditions 


Deposits in Shanghai’s commercial banks in March 
were 22.71 per cent greater than in February, and loans 
decreased by 1.75 per cent. The percentage distribution 
of deposits in March was as follows: individual 60.49, 
commerce 23.50, industry 10.84, foreign trade 0.91, and 
others 4.26. The loan distribution was: industry 70.14, 
commerce 18.80, foreign trade 6.08, agriculture and co- 
operatives 0.59, and others 4.39, 

Source: Ta-Kung-Pao, Hong Kong, April 20, 1950. 


Shanghai Price Movements 


The index of wholesale prices in Shanghai increased 
from 622 (August 21-31, 1949 = 100) in January to 898 
in March. The indexes for successive ten-day periods 
in 1950 were as follows: 


Ten-day Monthly 
Average Averages 
559.71 
609.68 
696.72 
755.63 
820.72 
921.70 
925.83 
900.68 
867.12 


Jan. 1-10 
11-20 
21-31 

Feb. 1-10 
11-20 
21-28 

Mar. 1-10 
11-20 
21-31 


622.04 


832.68 


897.88 
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Prices of metal and metal products, which are mostly 
imported, rose more than those of other groups. 
Source: Ta-Kung-Pao, Hong Kong, April 18, 1950. 


Japanese-Philippine Trade Agreement 


A Japanese-Philippine one-year trade agreement signed 
on May 18 provides for the exchange of goods to the 
value of US$50 million. Japanese farming, hydro-electric 
and mining equipment, textiles, and sugar refining ma- 
chinery will be exchanged for Philippine iron ore, copra, 
abaca, molasses, hides, logs, and tanning materials. 
Source: The Philippine-American Chamber of Commerce, 

Weekly Bulletin, New York, N.Y., May 19, 1950. 


Philippine Exchange Budget 


On May 1, 1950, the Central Bank of the Philippines 
issued a new notification under which sales of foreign 
exchange will be subject to the certification of exchange 
availabilities. The Bank has established a foreign ex- 
change budget which seeks to restrict exchange expendi- 
tures in a specified period to the estimated exchange 
availabilities during that period. Exchange licenses is- 
sued in excess of these amounts will have to wait until 
a new allocation is made. Between January 1, 1950 and 
April 29, 1950, import licenses of P34 million (US$17 
million) were issued, which was about P5 million in 
excess of quota allocations. 

The maximum figure set for imports during 1950 is 
P800 million (US$400 million), which is one third less 
than 1949 imports. 

Source: Far East Trader, New York, N.Y., May 17, 1950. 


United States and Canada 


U.S. Trade in 1949 


According toa report by the U.S. Department of Com- 
merce, the change in the volume of U.S. imports and ex- 
ports in 1949 was considerably less than the change in 
their dollar values. Although the value of imports dropped 
seven per cent below that of 1948, to $6.6 billion, the 
quantity imported fell only about 2 per cent. The value 
of exports fell from $12.7 billion in 1948 to $12.0 billion 
in 1949—a decline of about five and one-half per cent; 
the quantity of 1949 exports, however, is estimated to 
have been about 3 per cent larger than in 1948. The ex- 
port surplus changed only slightly, from $5.5 billion to 
$5.4 billion. 

By far the largest decline in exports was in those to 
Latin America, which dropped from $3.4 billion in 1948 
to $2.9 billion in 1949. Imports from Europe fell from $1.1 
billion to $900 million, an 18 per cent decline; those from 
the sterling area dropped 16 per cent. 

The problem of dollar financing continued as the prin- 
cipal factor affecting U.S. exports; this problem was 
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further intensified in 1949 by the decline in U.S. pur- 
chases of foreign goods. The main cause for these re- 
duced purchases was the decline in industrial activity, 
coupled wth inventory liquidation. Deferred purchases 
in anticipation of the September devaluations also played 
a part. 

Source: Department of Commerce, Foreign Commerce 

Weekly, Washington, D.C., May 22, 1950. 


Canada’s Refunding Loan 


The Canadian Government has successfully floated a 
Can$745 million refunding loan. Proceeds of the loan, 
which was offered in two maturities—an eighteen year 
234 per cent bond and a four and one-half year 2 per cent 
bond—will be used to retire two 3 per cent issues which 
have been called fot payment on June ‘1’ and’ June 15, 
respectively. After the books were closed, the Govern- 
ment allotted Can$350 million to the eighteen year ma- 
turity and Can$395 million to the four and one-half year 
bonds. 

The loan, which was heavily over-subscribed. was the 
largest ever floated in peacetime. The long-term portion 
represented the first such offering made to the general 
public since the fall of 1945. 


Source: House of Commons Debates, Ottawa, Canada, 


May 18, 1950. 


Latin America 


Agricultural and Industrial Promotion in Mexico 


The Mexican Minister of Finance has contrasted the 
slow growth of irrigation in Mexico during the 400 years 
from the time of the Spanish conquest until 1926 with 
developments between 1926 and 1949. In the 400-year 
period, new irrigation works opened only 700,000 hectares 
to cultivation, whereas in the 1926-49 period new irriga- 
tion works opened 1,152,000 hectares. This, he said, 
indicates the efforts being made by the Government to 
develop agriculture. As a result, production has been 
increasing at the rate of 4 per cent annually. 

Industrial production also has increased sharply, as 
shown by the following figures: 


Index 
(1929 = 100) 
1934 95.6 
1940 119.6 
1945 150.7 
1946 155.3 
1947 161.7 
1948 162.0 
1949, December 179.4 


Source: El Mercado de Valores, Mexico, D.F., May 1, 
1950. 


Year 


Panama’s Budget and Foreign Investment 


The 1950 budget for Panama became effective in April. 
Proposed regular expenditures balance estimated ordinary 
receipts at US$32.2 million; in addition, receipts from 
Trust Accounts and special account expenditures were 
listed as US$4.5 million each. Actual regular expendi- 
tures in 1949 were US$34.5 million. 

More than one third of Panama’s estimated fiscal rev- 
enue ($12 million) is to be derived from excise taxes on 
liquor, wines, beer, etc., and import duties are expected 
to yield another $8.8 million. The largest single item 
among the estimated expenditures is $7.6 million for the 
Ministry of Education. 

The Cabinet approved the proposal by Frank and Co. 
of New York for refunding the external debt; under its 
terms, Panama will arrange to float a 3 per cent loan of 
$10.5 million. 

The Permanent Legislative Commission of the National 
Assembly approved, at the first reading, a proposed law 
to encourage and protect foreign capital investment in 
Panama. This law would exempt foreign investments 
from taxes on capital equipment, real estate, installation, 
production and distribution, from export taxes on manu- 
factured products, and from re-export taxes on surplus 
primary materials, but would continue the income, social 
security, and other similar tax liabilities. It also calls for 
protective tariff duties on foreign products which Pana- 
manian industry can supply, and for the exclusion from 
the jurisdiction of the Panamanian labor laws of all 
foreign specialists engaged under contract. 

Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D.C., May 15, 1950. 


Cuba-U.S. Tariff Discussions 


In order to continue negotiations started at Annecy in 
1949, ten experts from Cuba will begin discussions on 
May 22 with U.S. officials regarding tariff concessions 
between the two countries. Cuban authorities are espe- 
cially interested in the protection of the national manufac- 
ture of tires, nylon hosiery, and textiles. 

Source: Diario de la Marina, Havana, Cuba, May 5, 1950. 


Dominican-U.S. Tariff Concessions 


The tariff concessions negotiated between the United 
States and the Dominican Republic at Annecy became 
effective on May 19, 1950, thirty days after the 
Dominican Republic signed the Annecy Protocol of 
Terms of Accession to the General Agreement on Tariffs 
and Trade. The Dominican Republic is the fourth among 
the ten new acceding countries which negotiated at Annecy 
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to take this action. Haiti, Greece, and Sweden are the 
other three countries. 


Source: Department of State, Press Release, Washington, 


D.C., April 19, 1950. 


Import Restrictions in Colombia 


In May 1950 Colombia again reversed its import licens- 
ing policy. Following a period of marked relaxation of 
restrictions, about 50 items, including several major com- 
modities, have now been removed from the list of goods 
entitled to special additional import quotas, and approxi- 
mately 20 have been shifted to a list of “deferred” goods, 
which means that importations must be deferred for four 
months after issuance of the import license. The deposits 
on extra-quota imports required from importers have also 
been increased from 20 and 30 per cent to 40 per cent, 
and licensing of automobile imports has been suspended. 

Recent information indicates that exchange sales by the 
authorities exceed purchases, and it seems that Colombia 
was “over-optimistic” when it added about 300 products 
to the original list of 70 which could be imported above 
the established quotas. 

The reported suspension of automobile imports is par- 
ticularly significant, since 1950 imports in this category 
were expected to increase by about $10 million over 1949. 


Source: The Journal of Commerce, New York, N.Y., 
May 15, 1950. 


Exchange Policy in Paraguay 


Under the exchange adjustment of November 4, 1949, 
Paraguay simplified her multiple rates system by estab- 
lishing four fixed buying rates and four fixed selling 
rates (see this News Survey, Vol. II, pp. 148 and 171). 
The export rate of 4.92 guaranies to the dollar was to 
apply to List No. 1 of export products, and the rate of 
6.02 guaranies per dollar, to List No. 2. List No. 1 com- 
prises about 85 per cent of Paraguay’s exports, and List 
No. 2 the remainder. A rate of 7.99 guaranies per U.S. 
dollar was applicable only to capital transactions and 
other invisibles. 

On March 13, 1950, the Monetary Board of the Banco 
del Paraguay decided to create List No. 3 of export prod- 
ucts to which the preferential buying rate B is to apply 
(7.99 guaranies per U.S. dollar). The items included in 
this list were previously included in List No. 2. 

On April 11, the Paraguayan Government enacted De- 
cree-Law No. 11,010, providing for a new graduated tax 
on outgoing foreign exchange transactions based on the 
four import categories already established. The new law 
taxes Category II by 2 per cent, Category III by 5 per 
cent, and Category IV by 10 per cent, leaving exempt 
Category I, which is composed of the most essential 
articles. Payments for travel abroad and family remit- 
tances are also taxed 10 per cent. Government purchases 
and expenditures abroad are exempted from the new tax. 


INTERNATIONAL MONETARY FUND 


As a result of this measure, the effective selling rates 
of the Paraguayan multiple currency systems are as fol- 
lows: 3.121 guaranies per U.S. dollar for Category I of 
imports (unchanged) ; 5.0817 guaranies per U.S. dollar 
for Category II of imports (formerly 4.9821); 6.3862 
guaranies per U.S. dollar for Category III of imports 
(formerly 6.0821) ; and 8.8573 guaranies per U.S. dollar 
for Category IV of imports, travel abroad, and family 
remittances (formerly 8.0521). 


Sources: La Tribuna, Asuncién, Paraguay, March 15 
and April 13, 1950. 


Export-Import Bank Loan to Argentina 


The Export-Import Bank of Washington has extended 
a credit of $125 million to a group of Argentine banks to 
facilitate the liquidation of Argentine commercial debts 
owed to U.S. exporters. The credit will be unconditionally 
guaranteed by the Central Bank of Argentina and bears 
interest at the rate of 344 per cent per annum, payable 
semiannually, with the principal payable in twenty semi- 
annual installments beginning in June 1954. The credit 
is designed to remove the obstacle to improved trade be- 
tween Argentina and the United States which the unpaid 
debts presented, and to enable Argentina to re-establish 
her credit standing in the United States. 


Source: The Export-Import Bank of Washington, Press 
Release, Washington, D.C., May 17, 1950. 


Corrigendum 


Vol. II, No. 44, May 19, 1950, p. 355, item “U.S. Gross 
National Product,” second paragraph: The statement on 
inventories should read, “Inventories, which had been 
liquidated at an annual rate of $3.7 billion in the fourth 
quarter of 1949, were accumulated at the rate of $1.7 
billion in the first quarter of 1950.” 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official docu- 
ments, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. There- 
fore any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 
Since space limitations preclude a complete or ex- 
haustive presentation of all relevant news items, 
preference is given to material which bears most 
directly on the business of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

The Secretary 
INTERNATIONAL MONETARY FUND 


1818 H Street, N.W. Washington 25, D. C. 
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